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LONG-TIME GUARANTEES OF PROSPERITY 
By Rosert M. Davis, McGraw-Hill Publishing Company 


Statistics on basic economic subjects have come into their own only 
during the past half decade, and with this gradual acknowledgment of 
the importance of the subject have developed the functions of the statis- 
tician. In the memory of many members of the American Statistical 
Association, the statistician was merely a high-class clerk, making 
surveys and tabulating results. But this rather disparaged “figure 
hound” has gradually evolved, grown with the importance of statistics, 
until today he is recognized as a man who can pierce the future with 
considerable accuracy, and whose thoughts based upon his statistical 
research are worthy of serious consideration. The statistician of today 
must be very much of an economist, banker, agriculturist, miner, wage 
earner and engineer. He must not only gather the basic data upon 
economic operations, but he must interpret these data, not based upon 
certain theories which he may find in textbooks, but upon his intimate 
knowledge of the fields upon which these data bear. From a high-class 
clerk on clerk’s wages, he has climbed to the position of an expert with 
the wages of an executive within his grasp. Today individual statis- 
ticians are confining their interest largely to one phase of America’s 
economic life, and through their intimate knowledge of special fields are 
able to interpret the results of their field surveys not only in the lan- 
guage of the field concerned, but in an authoritative manner. 

It is but natural, therefore, that the statistician should turn his 
thoughts to the causes for our long continued period of industrial 
prosperity. His figures indicate the gradual displacement of man- 
power in industry, and the consequent greatly increased production per 
worker. His market studies indicate the modernization of the tech- 
nique of distribution through field studies of the buying habits of the 
American public and American industry. Through the gathering of 
the basic data there passes before his eyes information on the gradually 
increasing purchasing power of the public and the natural trait of that 
public to accept and use new products once they have proven their 
worth. Asa result, he has gradually developed a composite picture of 
industrial changes based entirely upon his statistical research work. 

The statistician finds that there are two economic developments 
which determine the relative business and industrial conditions of our 
nation. First are those developments which are like the waves on the 
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seashore—advancing and receding, more or less temporary in character 
—and secondly, are those developments which are like the mighty tides 
of the ocean, steadily rising and advancing, overwhelming in their 
influence on general national conditions—well termed by Mr. Edward 
J. Mehren, Vice-President of the McGraw-Hill Publishing Company 
as ‘‘our long-time guarantees of prosperity.”’ 

In addition to the more or less changing economic factors concerning 
which we read so much in newspapers and economic reports, there have 
developed in this nation mainly since the war period basic factors of 
a long-time nature which can truly be termed largely American in 
character. These are the influences which strongly presage a continu- 
ance of our general prosperous conditions for some time to come. 

There has developed during the past half decade a most interesting 
and significant industrial balance. It wasn’t so very long ago that we 
believed most implicitly in the slogan ‘‘as goes the iron and steel indus- 
try, so goes the nation.”’ If pig-iron and steel-ingot production were on 
the downward trend all eyes were focused upon the horizon, ready to 
dash for the storm cellar at the first appearance of the expected indus- 
trial cyclone. To a large extent this belief still prevails, but the prod- 
ucts of other primary industries have become during the past few years 
so interwoven into the very social fabric that the operations of these 
other industries now exert a large influence on the general industrial 
situation. The very favorable economic condition resulting from this 
new set-up of industrial influence was well brought out during the fall 
months of last year. 

In August we find that data on electrical energy consumption by 
manufacturing plants indicate that seven of the nation’s primary 
industrial groups were operating at a rate considerably below that re- 
ported for August, 1926. The rolling mills and steel plants recorded 
activity about 2 per cent under August, 1926, and the activities of the 
ferrous and non-ferrous metal working plants were about 7 per cent 
under 1926. On the other hand, three just as basic industrial groups— 
lumber, textiles and rubber—reported activities during August materi- 
ally over August, 1926. As a result, when these industrial groups are 
weighted in accordance with their importance in the general industrial 
structure, we find that the rate of production in industry as a whole 
during August was only 0.3 per cent under that witnessed during 
August, 1926, instead of around 5 per cent under 1926 as would be 
indicated by the operations of the iron and steel and metal industries. 

Again in September we find this industrial balance still maintained. 
The rolling mills and steel plants had materially decreased their activi- 
ties to a point 9 per cent under 1926, and the metal working plants had 
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decreased their operations to a point 11 per cent under 1926. Opera- 
tions in the automobile manufacturing plants were 15 per cent under 
September, 1926. On the other hand, the food industry had materially 
increased its operations to a point 13 per cent over 1926, and the lumber 
and lumber products industry was operating at a rate 20 per cent over 
the year previous. Asaresult, when we weight these various industries 
in accordance with their influence, we find that the rate of general in- 
dustrial operations during September was only about two-tenths of one 
per cent under 1926 instead of 10 per cent under 1926 as would be 
indicated by the operations of the iron and steel industry. 

In October we find the various industrial groups operating at rates 
closer to 1926, some above, some below, but still maintaining a balance 
in general industrial operations. And similar conditions were true in 
November and December. 

These conditions make clear that the overwhelming influence of the 
iron and steel industrial operations has been largely dissipated by the 
rising influence of these other industrial groups. Now, what has been 
the cause of this new alignment of American industry? The under- 
lying reasons are five-fold: First, increased use of power per worker; 
second, the receptibility of the public to new commodities; third, 
modernized distribution technique; fourth, increased purchasing power 
of the public; and fifth, industrial research. 

During the past 28 years a very significant change has taken place in 
the economics of American industrial production. We have trans- 
ferred the work of industry from the backs of men to the inanimate 
forces of steam and electricity. At the present time blast furnaces 
have installed 47.3 horsepower per worker, an increase in the use of 
mechanical power per worker of 273 per cent since 1899. The food 
industry now has 6.9 horsepower installed per laborer, an increase of 
263 per cent since the opening of the century. Industry as a whole now 
has 4.3 horsepower installed per wage earner, or just double the me- 
chanical power installed per worker in 1899. 

As a result of this greatly increased use of power and machinery, 67 
men now do as much work as 100 men did before, and in some industries 
this surplus of labor has been very much higher per 100 men employed. 

Now we know that we have not had an ever increasing army of 
unemployed. Where then has this surplus labor gone? It has gone 
in two directions. A large proportion has entered non-manufactur- 
ing industries. Today it is estimated we have 150,000 more auto- 
mobile service men than in 1920, 100,000 more insurance agents, 
100,000 more in construction management, 250,000 more teach- 
ers, 125,000 more movie operators, 170,000 more barbers, 525,000 
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more hotel and restaurant employees, and—as some have suggested 
—100,000 more bootleggers. A second proportion has gone in- 
to new industries and is making products undreamed of in 1899. 
Products which are recognized as absolutely essential to our modern 
social life—automobiles, radios, vacuum cleaners, talking machines, 
refrigerators, washing machines, rayon and the other products of the 
chemical laboratory—were unknown to most of our parents when they 
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began their home life. And yet there is every reason to believe that. we 
are but at the beginning of new developments and new discoveries. 
It is in the manufacture of this ever growing list of new commodities 
that America has absorbed a large portion of her surplus labor. 

At the bottom of this development of new products lies a peculiarly 
American trait—that of the people to accept and use new products once 
they have proven their worth. The European trait of ‘following in 
the footsteps of the fathers’”’ has given way to the American trait of 
“Just as far away from the footsteps of father as possible.” As a 
result these new industries have grown to huge proportions, and 
through the increased use of power and machinery these new industries 
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have in turn thrown off surplus labor to be absorbed in other new 
industries. 

The very significant result of this ever increasing use of power per 
worker has been a materially increased production per worker. While 
the number of workers in manufacturing industry has been growing 
less and less, the volume of products manufactured has been growing 
greater and greater. During the past five years the production per 
worker in industry as a whole has increased by about 20 per cent. 


CHART II 
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Not only have great strides been made in the economics of production 
but the technique of distribution has been entirely modernized. This 
has been accomplished through a careful study of the buying habits of 
the public and of general industry, through the elimination of waste— 
both material and physical—and through rapid and cheapened trans- 
portation. Distribution and merchandising today is an art, as much a 
science as 1s the study of engineering. 

These tendencies in production and distribution, taken in connection 
with the distribution of technical knowledge through the technical 
press as well as the non-technical press, have educated the American: 
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public to a commodity demand which is without parallel in any other 
nation on the face of the earth. Our social psychology of today is 
entirely different from that of pre-war times. 

As a result of these economic conditions we find that there has been 
an ever increasing spread between the wages received by American 
labor and the cost of living, leaving a greater and greater margin avail- 
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able for recreation, saving, insurance, and the purchase of manufactured 
products. At the opening of the year the statement was made that the 
limit of this spread between income and the cost of living had been 
reached, but 1927 appears to have increased the margin even further. 
And yet I would not have you think that our present income, especially 
among that 65 per cent of our population classed as the ‘poorest 
group,” is such as to warrant their experiencing too much prosperity, or 
that they are getting more wages than they know how to spend. 
Professor Irving Fisher of Yale recently brought out “that the present 
average annual family income of 80 per cent of our population is only 
$117 more than that necessary to provide the minimum of health and 
decency, below which a family cannot go without danger of physical 
and moral deterioration.”’ 
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But it is certain that the purchasing power of the American public 
has materially increased in the last 20 years. The present purchasing 
power of the nation as a whole in deflated dollars or real purchasing 
power is 55 per cent over that of 1909, and in current dollars is 107 per 
cent over 1909. The increase in real purchasing power per capita 
is 20 per cent over 1909, and that of the gainfully employed is 35 per 
cent over 1909. 

Here then is one answer to this present ability of industry to maintain 
an average high rate of production while some of the most basic in- 
dustries such as that of iron and steel are witnessing a semi-depressed 
condition. The people have the money to spend, and they are spend- 
ing large portions of it on furniture, clothing, food, shoes, radios, 
electrical appliances—products of industries upon which the operations 
of the iron and steel industry have but little direct influence. In other 
words, ‘‘ American business and industry have reached that status of 
well-being where it no longer has to fear a recurrence of the radical 
spreads from prosperity to depression that formerly afflicted business 
and industry in this country.” 

Behind this increased production per worker through the greater use 
of power and machinery, behind these new products which have become 
so essential to the average American well-being, lies the research 
laboratory, where engineering theories are evolved and brought to 
practical application, and where more efficient methods and radically 
new products and processes are discovered. It is here that we really 
find the mainspring of our long-time guarantees of prosperity. 

Today there are a total of about 350 laboratories in the country doing 
commercial research and testing—143 in colleges, and 207 in commer- 
cial enterprises. In these laboratories will be found the men upon 
whom rests most heavily the future of industry. They are worthy of 
our most bounteous support. Our success as bankers, industrialists 
and merchants is bound up in the discoveries and practical applications 
of Nature’s laws as evolved by these engineers, chemists and scientists. 
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